China and Southeast Asian nations free trade area was formally established on January 1, 2010. By the end of year 2011, China's foreign exchange reserves exceeded 3200 billion US dollars. Trade gravity model originates from the law of universal gravitation. Domestic researchers have made empirical studies using trade gravity model of trade between China and Southeast Asian nations. There are also studies of foreign direct investment or Chinese tourist arrivals in Vietnam, using gravity model. However, neither tariff and foreign exchange reserves are taken into consideration in studying China and Southeast Asian nations free trade area, nor gravity model is used in analyzing China's direct investment and tourist arrivals in Southeast Asian nations. Using econometrics software "Eviews 5.0" and based on a panel data from year 2000 up to 2008, this paper constructs a gravity model, the independent variables of which are gross domestic product per capita of CAFTA countries, foreign exchange reserves of CAFTA countries, squares of southeast Asian nations, and distance between China and southeast Asian nations. And quantitative relationship is made between independent variables and China's direct investment in Southeast Asian nations, import from Southeast Asian nations, as well as arrivals of Chinese visitors in Southeast Asian nations.
Introduction
CASEAN was established on January 1, 2010. By the end of year 2011, China's foreign exchange reserves exceeded 3200 billion US dollars. What are the relationship of and its direct investment in Southeast Asian nations? What's the relationship between China's foreign exchange reserves and Chinese tourist arrivals in as well as its import from Southeast Asian nations? These no doubt are of significant research value. Taking foreign exchange reserves into consideration and using gravity model, this paper studies China's direct investment and tourist arrivals in ASEAN nations. Using econometrics software "Eviews 5.0" and based on a panel data from year 2000 up to 2008, this paper constructs a gravity model, the independent variables of which are gross domestic product per capita of CAFTA countries, foreign exchange reserves of CAFTA countries, squares of southeast Asian nations, and distance between China and southeast Asian nations. And quantitative relationship is made between independent variables and China's direct investment in Southeast Asian nations, import from Southeast Asian nations, as well as arrivals of Chinese visitors in Southeast Asian nations.
The organization of this paper is as follows: Section 2 is a summary of relevant literatures; Section 3 introduces the model construction, including selection of variables, data resources, model formula as well as the estimation method; Section 4 gives out the results and analysis; Section 5 draws conclusion and suggestions. At the end is a list of relevant literatures.
Summary of Relevant Literatures
Trade gravity model originates from the law of universal gravitation. While Tinbergen (1962) & Poyhonen (1963) are the first to apply this law of universal gravitation to the field of international trade. Research has shown that the trade flow between two countries is positively correlated with their respective gross domestic products, whereas negatively correlated with the distance between them. The respective gross domestic product indicates supply of the exporting country and demand of the importing country. The distance between two countries is their trade hindrance. [5] ; Ding Huixia of Zhengzhou University made a summary of theories concerning trade gravity model as well as problems arising from application of the model [6] .
International direct investment is closely related with international trade, and gravity model is applicable to direct investment. Research by Gao Guowei shows that direct investment between two countries is negatively correlated with the distance between them, while positively correlated with their economic scale [7] .
Grampon was the first (1966) to apply gravity model to tourism study [8] . Taking China's famous scenic sport Shennongjia as an example, Wan Nianqing et al. made empiric study. Huang Ailian from Guangxi University made use of gravity model in Vietnamese arrivals in China, which reveals that GDP of countries, tourist arrivals, distance and boundaries play important role [9] .
However, neither tariff and foreign exchange reserves are taken into consideration, nor gravity model is used in analyzing investment and tourist arrivals. This paper made explorations in this respect. Table 5 . GDP per capita (PGDPit) stem from Item Value-US dollars-Per capita GDP at current prices, UN Statistics Division, shown in Table 6 . The distance between China and ASEAN countries stems from http://www.chemical-ecology.net/java/lat-long.htm, as in Table 7 . The sources of territory area of ASEAN countries (SQi) is ASEAN Statistics-leaflet-SKI 2011, ASEAN secretariats, refer to Table 8 . Tables 2 to 8 provide the original data got from the above sources.
Model Construction

2) Data samples
Gravity Model Formula
Taking China's direct investment in ASEAN (Inv), China's import from ASEAN countries (C_imp), and visitor arrivals from China to ASEAN countries (Vt) as dependent variables, this paper constructs three gravity models.
1) Taking GDP per capita of China (PGDPt_China), GDP per capita of ASEAN countries (PGDPit), territory area of ASEAN countries (SQi), foreign exchange reserves of ASEAN countries (Frit), foreign exchange reserves of China (FRt_China), distance between China and ASEAN countries (Di) as independent variables, China's direct investment in ASEAN countries (Inv) as the dependent variable, this paper constructs a investment gravity model as follows: 
The logarithm form is:
2) Taking GDP per capita of China (PGDPt_China), GDP per capita of ASEAN countries (PGDPit), foreign exchange reserves of China (FRt_China), distance between China and ASEAN countries (Di), and China's tariff (C_tariff) as independent variables, China's import from ASEAN countries (C_imp) as the dependent variable, this paper constructs an import gravity model as follows: The logarithm form is: 
3) Taking GDP per capita of China （PGDPt_C） , GDP per capita of ASEAN countries (PGDPit), territory area of ASEAN countries (SQi), foreign exchange reserves of China (FRt_C), distance between China and ASEAN countries (Di) as independent variables, visitor arrivals from China to ASEAN countries as the dependent variable, this paper constructs visitors gravity model as follows:
The logarithm form is: 
Estimation Method
Individual random effect model is used in estimation of
China's import from ASEAN countries;
Basing on period SUR weight selection, mixed estimation is used for China's direct investment in ASEAN countries and visitor arrivals from China to ASEAN countries.
Results and Analysis
We can see from Table 9 that the significance of F-statistics is 0.000000 and R 2 is 0.63, indicating a good fitting.

The coefficient of
is positive, which indicates that the higher an ASEAN country's GDP per capita, the higher the value China imports from this country; The coefficient of is positive, indicating that the higher China's foreign exchange reserves, the higher the value China imports from this country.
The largest constant goes to Vietnam, and the corresponding equation is: The constant corresponding to Philippines ranks the third, and the estimation equation is:
The constant of Brunei, Laos, Cambodia, and Myanmar is negative, which shows that among the ten ASEAN countries, these four countries export the least to China. The estimation equation is: 
The fitness coefficient R 2 in Table 10 the larger ASEAN country's territory, the less is China's direct investment in the ASEAN country; the coefficient of is positive, showing that the further the distance, the more China's direct investment in that ASEAN country; the coefficient of   LOG FR _ CHINA is negative, showing that the higher foreign exchange reserves China has, the less is China's direct investment.
The estimation equation is: 
The fitness coefficient R 2 in Table 11 is 0.971968, the significance of F-statistics is 0.000,000, which shows a close fitness. The coefficient of is positive, showing that the higher an ASEAN country's GDP per capita, the more visitor arrivals from China to ASEAN countries; The coefficient of is negative, indicating that the higher foreign exchange reserves China has, the less visitor arrivals from China to ASEAN countries; The coefficient of is negative, indicating that the further the distance between China and an ASEAN country, the less visitor arrivals from China to ASEAN countries; The coefficient of
is positive, showing that the higher China's GDP per capita, the more visitor arrivals from China to ASEAN countries; The coefficient of is positive, showing that the larger an ASEAN country's territory, the more visitor arrivals from China to that ASEAN country.
LOG
Conclusions and Suggestions
The Result of China's Import from ASEAN Model Indicates
The higher China's foreign exchange reserves, the higher China's import from ASEAN. Brunei, Laos, Cambodia and Myanmar lag behind other six ASEAN countries in exporting to China. Whereas Vietnam ranks the first, and Philippines ranks the third. Therefore China not only has the potential of expanding import from Brunei, Laos, Cambodia and Myanmar, but also counteracts in regard of South China Sea issue through control of import from Vietnam and Philippines. 
The Result of Chinese Tourist Arrivals in ASEAN Model Reveals
The higher China's foreign exchange reserves are, the less Chinese tourist arrivals in ASEAN. The further the distance between China and an ASEAN country is, the less Chinese tourist arrivals in ASEAN. The higher China's GDP per capita is, the more Chinese tourist arrivals in ASEAN. The larger the territory of an ASEAN country is, the more Chinese tourist arrivals in ASEAN. Thus Chinese tourist arrivals in ASEAN will expand with China's GDP per capita.
The Result of China's Direct Investment in ASEAN Model Suggests
The higher GDP per capita of ASEAN, the less China's direct investment. This is in accordance with anticipation. The higher China's GDP per capita, the more China's direct investment. This is also in compliance with anticipation. Nevertheless, the higher an ASEAN country's foreign exchange reserve, the more China's directs investment in it. The larger the territory of an ASEAN country, the less China's direct investment in it. The further the distance between China and an ASEAN country is, the more China's direct investment in it. The higher China's foreign exchange reserves are, the less China's direct investment. These run contrary to supposition. Hence China's direct investment in ASEAN can be further expanded to exert a positive influence of huge foreign exchange reserves.
